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OPERATING   EXPENSES   IN   RETAIL 
GROCERY  STORES   IN   1919 

The  annual  summary  of  operating  expenses  in  retail  grocery 
stores  for  the  year  1919  is  presented  in  this  bulletin.  The 
Bureau's  first  bulletin  on  the  results  of  its  investigation  in  the 
retail  grocery  business  gave  a  summary  of  operating  expenses 
in  1914.  Its  next  grocery  bulletin  contained  a  summary  of 
the  cost  of  doing  business  in  1918.  This  bulletin  brings  the 
figures  up  to  date.  During  the  present  period  of  readjustment 
to  normal  conditions,  the  Bureau  is  planning  to  issue  sum- 
maries annually.  Numerous  merchants  who  send  in  their 
reports  to  the  Bureau  each  year  desire  such  an  up-to-date 
summary  for  comparison  with  their  own  figures,  and  this  in- 
formation is  valuable  also  to  the  Harvard  Graduate  School  of 
Business  Administration  of  which  the  Bureau  is  a  part. 

The  statements  that  were  used  in  the  preparation  of  this 
summary  have,  as  heretofore,  been  carefully  adjusted  to  the 
standard  system  of  accounts  for  retail  grocers.  This  year  the 
Bureau  has  found  a  substantial  improvement  in  the  com- 
pleteness of  the  reports  received  from  retail  grocers.  The 
Bureau  is  constantly  receiving  evidence  that  it  may  expect 
this  improvement  to  continue;  several  merchants  who  have 
not  participated  in  this  research  in  the  past  recently  have 
stated  that  they  now  are  adjusting  their  books  to  the  stan- 
dard accounting  system. 

The  total  number  of  reports  that  have  been  received  from 
retail  grocers  for  the  year  1919  is  263.  These  stores  were  lo- 
cated in  37  states  and  Canada.  Of  these  reports  144  were 
from  merchants  who  had  submitted  one  or  more  reports  in 
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previous  years,  and  73  were  from  merchants  who  reported  for 
both  1918  and  1919.  The  reports  that  were  sufficiently  com- 
plete to  be  used  in  the  final  tabulations  for  the  summary  of 
the  cost  of  doing  business  number  175.  The  other  reports 
were  used  as  corroborative  evidence. 

The  following  table  shows  the  volume  of  business  of  the 
stores  whose  figures  were  used  in  compiling  the  summary  of 
operating  expenses. 

VOLUME  OF  BUSINESS 

Annual  sales  Number  of  stores 

Less  than  $10,000 1 

10,000-19,000 8 

20,000-29,000 9 

30,000-39,000 21 

40,000-49,000 22 

50,000-59,000 18 

60,000-69,000 18 

70,000-79,000 17 

80,000-89,000 6 

90,000-99,000 8  • 

100,000-109,000 6 

110,000-119,000 7 

120,000-129,000 1 

130,000-139,000 7 

140,000-149,000 3 

150,000  and  over 23 

The  smallest  volume  of  annual  sales  in  any  of  these  stores 
was  $8,500  and  the  largest  $653,000. 

OPERATING  EXPENSES 

The  following  table  gives  the  highest,  lowest,  and  common 
figure  for  each  item  of  expense  in  175  retail  grocery  stores  in 
1919.  Each  of  these  figures  is  worked  out  independently. 
The  figures  for  the  lowest  items,  therefore,  are  not  all  from  any 
one  store  but  each  figure  is  the  lowest  figure  for  that  item 


found  in  any  store.  Thus  the  total  for  any  group  of  items  is 
not  necessarily  the  sum  of  the  items  in  that  group,  because 
one  store  might  be  low  in  one  item  and  another  store  in  an- 
otlun-  item,  and  perhaps  still  a  third  store  would  have  the 
lowest  total  for  that  group  of  expenses. 

The  common  figure  is  determined  by  what  is  known  in 
scientific  statistical  work  as  the  mode;  the  figures  are  grouped 
in  classes  of  equal  range  and  the  mode  is  the  figure  shown  most 
frequently  in  the  class  having  the  greatest  number  of  entries. 
Thus  the  mode  is  not  influenced  by  the  extremes.  It  is  the 
figure  that  is  the  most  representative,  the  most  typical;  it 
is  the  figure  that  can  best  be  used  for  purposes  of  comparison. 
All  percentages  are  based  upon  net  sales,  which  include  both 
cash  and  charge  sales  and  which  represent  the  real  volume  of 
business  done.  Net  sales  are  determined  by  deducting  from 
the  gross  receipts  of  the  business  the  returns  and  allowances 
given  to  customers. 
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OPERATING  EXPENSES  IN  RETAIL  GROCERY 
STORES  IN  1919 

Net  Sales  =  100  % 

Lowest 

Wages  of  Salesforce 2.22  % 

Advertising 0.01 

Wrappings  and  Other  Selling  Expense  ...  0.11 

Total  Selling  Expense 2.98 

Wages  of  Delivery  Force 0.32 

Other  Delivery  Expense 0.01 

Total  Delivery  Expense 0.65 

Buying,  Management,  and  Office  Salaries .  0.69 
Office  Supplies,  Postage,  and  Other  Man- 
agement Expense 0.01 

Total  Buying  and  Management  Expense  .  0.99 

Rent 0.17 

Heat,  Light,  and  Power 0.03 

Taxes  (except  on  buildings,  income,  and 

profits) 0.01 

Insurance  (except  on  buildings) 0.01 

Repairs  of  Store  Equipment 0.01 

Depreciation  of  Store  Equipment 0.01 

Total  Interest 0.33 

Total  Fixed  Charges  and  Upkeep  Expense  1.2 

Miscellaneous  Expense 0.05 

Losses  from  Bad  Debts 0.01 

Total  Expense 6.57        25.35       14.6 

Total  Expense 

Total  expense  is  the  sum  of  total  selling  expense,  total  de- 
livery expense,  total  buying  and  management  expense,  total 
fixed  charges  and  upkeep  expense,  miscellaneous  expense, 
and  losses  from  bad  debts.'    The  lowest  figure  for  total  ex- 

1  A  full  explanation  of  what  is  included  in  each  item  of  expense  is 
given  in  Bulletin  No.  3,  Harvard  System  of  Accounts  for  Retail  Grocers. 


Highest 

Common 

10.54  % 

4.9% 

3.0 

0.2 

1.52 

0.6 

11.60 

5.9 

4.06 

1.4 

2.96 

1.0 

6.17 

2.4 

4.85 

2.0 

0.91 

0.1 

5.25 

2.1 

4.19 

1.1 

1.15 

0.23 

0.63 

0.2 

0.75 

0.15 

0.8 

0.07 

1.27 

0.27 

3.66 

1.0 

8.72 

3.2 

3.26 

0.5 

1.45 

0.3 

pense  in  these  retail  grocery  stores  in  1919  was  6.57  %  of  net 
sales.  The  highest  figure  was  25.35%,  and  the  common 
figure  14.6%. 

Total  expense  in  the  retail  grocery  trade  appears  to  have 
been  slightly  higher  in  1919  than  in  1918.  A  comparison  of 
the  reports  from  seventy-three  stores  that  sent  in  statements 
for  both  years  shows  that  in  these  stores  the  common  figure 
for  total  expense  in  1918  was  14%  and  in  1919  14.6%,  the 
same  as  shown  in  the  general  summaries  for  these  years.  In 
other  words,  the  total  expense  in  these  retail  stores  advanced 
about  one-half  of  one  per  cent  in  1919  over  1918. 

Selling  Expense 

The  largest  item  in  selling  expense,  and  in  fact  the  largest 
single  item  of  expense  in  most  stores,  is  wages  of  salesforce. 
The  common  figure  for  wages  of  salesforce  in  1919  was  4.9  % 
of  net  sales. 

A  comparison  of  the  figures  in  the  seventy-three  stores  for 
which  reports  were  received  for  both  years  shows  a  common 
figure  of  4.9  %  for  this  item  in  1919  and  4.6  %  in  1918.  Wages 
of  salesforce,  therefore,  appear  to  have  increased  in  1919  at  a 
rate  slightly  faster  than  the  increase  in  the  prices  of  the 
merchandise  sold  in  these  stores.  The  comparisons  that  were 
made  in  1918  indicated  that  during  the  war  the  ratio  of 
salesforce  expense  to  net  sales  had  tended  to  decline.  During 
that  period  the  wages  of  salesforce  apparently  had  not  in- 
creased as  rapidly  as  the  prices  of  merchandise  sold,  but  dur- 
ing 1919  wages  in  retail  grocery  stores  seem  to  have  advanced 
at  a  faster  rate  than  merchandise  prices,  as  indicated  by  the 
rising  percentage  of  salesforce  expense. 

Although  the  common  figure  for  wages  of  salesforce  in  1919 
was  4.9  %,  nevertheless  a  substantial  number  of  stores  showed 
figures  for  saleslorce  expense  less  than  4.5%  of  net  sales. 
Judging  from  the  analyses  that  have  been  made  in  previous 
years,  a  low  salesforce  expense  ordinarily  is  not  due  to  a  low 
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rate  of  wages,  but  to  the  use  of  economical  methods  whereby 
a  high  volume  of  sales  per  salesperson  is  achieved.  The  proper 
arrangement  of  merchandise  in  the  store  is  a  particularly  im- 
portant means  of  saving  the  time  of  salesmen.  This  is  ex- 
plained more  in  detail  in  Bulletin  No.  13,  Management  Prob- 
lems in  Retail  Grocery  Stores. 

The  expenses  for  advertising  "and  for  wrappings  and  other 
selling  showed  practically  no  change  in  1919. 

Delivery  Expense 

The  common  figure  for  wages  of  dehvery  force  in  1919  was 
1.4%,  for  other  dehvery  expense  1  %,  and  for  total  delivery 
2.4  %  of  net  sales.  From  a  comparison  of  the  figures  for  the 
stores  reporting  in  both  years  there  appeared  to  be  a  slight 
tendency  for  delivery  expense  to  be  lower  in  these  stores  in 
percentage  of  net  sales  in  1919  than  in  1918. 

Information  was  obtained  on  the  reports  for  1919  which 
permit  a  more  detailed  analysis  of  dehvery  expense  than 
heretofore.  Six  per  cent  of  the  stores  that  reported  for  1919 
did  not  make  deliveries.  These  stores  had  a  smaller  volume 
of  sales  than  the  majority  of  the  stores  making  dehveries. 
The  average  volume  of  sales  in  non-dehvery  stores  was 
$23,000  in  1919;  in  the  stores  making  deliveries  the  average 
annual  volume  was  over  $50,000.  Two-thirds  of  the  stores  that 
did  not  make  dehveries  had  a  total  expense  of  less  than  14  % 
and  the  remainder  a  total  expense  of  over  17  %.  The  number 
of  reports  received  from  stores  not  making  deliveries,  how- 
ever, is  too  smaU  to  fm-nish  conclusive  evidence  regarding  the 
saving  made  by  the  elunination  of  the  delivery  service. 

Among  the  stores  that  maintained  a  delivery  service,  12  % 
dehvered  less  than  25  %  of  their  sales.  These  stores  had  a 
vohune  of  business  fully  as  large  as  the  average.  Their  com- 
mon figure  for  delivery  expense  was  1.0%  and  in  the  ma- 
jority of  these  stores  the  common  figure  for  total  expense  was 
also  low.   Of  the  stores  that  delivered  merchandise,  18  %  de- 


livered  from  25  %  to  49  %  of  their  sales.  In  these  stores  total 
expense  averaged  about  14%.  Their  average  total  delivery 
expense  was  about  1.6%.  Seventy  per  cent  of  the  stores 
delivered  over  one-half  of  the  merchandise  that  they  sold. 
Their  total  delivery  expense  averaged  about  2.5  %  of  the 
sales,  and  their  total  expense  was  sHghtly  higher  than  in  the 
stores  that  delivered  less  than  one-half  of  their  sales.  Thus 
there  is  quite  clearly  a  tendency  for  the  delivery  expense  and 
total  expense  to  be  lower  in  the  stores  that  deHver  less  than 
one-half  of  the  merchandise  that  they  sell. 

As  in  the  previous  year,  the  stores  that  used  a  cooperative 
or  union  delivery  system  showed  a  substantial  saving  in  de- 
livery expense.  Thirty-seven  stores  reported  that  they  were 
using  cooperative  or  union  deliveries.  The  annual  volume  of 
sales  in  these  stores  was  about  the  same  as  the  average  for 
all  the  stores  from  which  reports  were  received.  Their  total 
deUverj^  expense  in  only  a  few  cases  was  over  2  %  of  the  sales, 
and  one-third  of  these  stores  showed  a  total  delivery  expense 
of  less  than  1  %.  The  average  total  dehvery  expense  in  stores 
using  cooperative  or  union  deliveries  was  1.3%  of  net  sales. 

Buying  and  Management  Expense 

Buying,  management,  and  office  salaries  ranged  from  0.69  % 
to  4.85%  of  net  sales  in  1919.  The  common  figure  was  2%. 
The  common  figure  for  office  supplies,  postage,  and  other 
management  expense  was  0.1  %  of  net  sales.  There  was  a 
small  increase  in  the  ratio  of  buying,  management,  and  office 
salaries  to  sales  in  1919  over  1918. 

Fixed  Charges  and  Upkeep  Expense 

The  common  figures  for  rent,  heat,  light  and  power,  insur- 
ance, repairs  of  store  equipment,  depreciation  of  store  equip- 
ment, and  total  interest,  were  practically  the  same  in  1919  as 
in  1918.  In  the  item  of  taxes,  which  does  not  include  excess 
profits  taxes,  taxes  on  income,  or  taxes  on  buildings,  there  was 


10 

a  slight  increase.  In  the  main,  however,  the  ratio  of  fixed 
charges  to  sales  has  remained  about  the  same  in  these  retail 
grocery  stores  during  the  last  two  years. 

Losses  from  Bad  Debts 

The  expense  for  losses  from  bad  debts  in  1919  ranged  from 
0.01%  to  1.45%  of  net  sales.  This  was  the  smallest  range 
that  has  been  shown  in  any  of  the  years  for  which  the  Bureau 
has  collected  figures  on  operating  expenses  in  retail  grocery 
stores.  The  common  figure  for  this  item,  0.3  %  of  net  sales, 
was  also  slightly  less  in  1919  than  has  been  shown  heretofore 
in  the  Bureau's  investigations.  The  general  prosperity  of  the 
country  seems  to  have  faciUtated  collections  during  the  last 
year  in  retail  grocery  stores  despite  the  high  prices  prevailing. 

GROSS  AND  NET  PROFIT 

The  range  and  common  figures  for  gross  and  net  profit,  in 
percentage  of  net  sales,  in  1919  were  as  follows: 

Highest  Lowest  Common 

Gross  Profit 33.36  %  6.99  %  17.0  % 

Net  Profit  (or  Loss) .  .  Profit  19.88      Loss  10.31       Profit    2.0 

Gross  profit  is  determined  by  deducting  from  net  sales  the 
cost  of  the  merchandise  sold.  Gross  profit  is  the  margin  that 
covers  the  operating  expenses  and  the  net  profit  of  the  bus- 
iness. Net  profit  is  what  remains  after  the  total  expense  is 
deducted  from  gross  profit.  It  is  primarily  the  result  of  good 
management. 

While  the  common  figure  for  net  profit  in  these  retail  groc- 
ery stores  in  1919  was  2%  of  net  sales,  nevertheless  23%  of 
the  stores  reporting  showed  a  net  loss  for  the  year;  12% 
showed  a  net  profit  of  less  than  1  %;  and  only  14%  showed  a 
net  profit  greater  than  6  %  of  net  sales.  Fifty-one  per  cent  of 
the  stores  had  a  net  profit  between  1  %  and  6  %  of  net  sales, 
with  a  well-defined  tendency  to  center  around  2  %. 

The  average  net  profit  in  the  stores  that  submitted  reports 
for  both  1918  and  1919  was  no  higher  in  1919  than  in  1918. 
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STOCK-TURN 

The  lowest  rate  of  stock-turn  reported  in  1919  was  0.55 
times  a  year,  the  highest  29.2  times.  The  store  showing  the 
highest  rate  of  stock-turn  was  one  that  sold  not  only  groceries 
but  fresh  fruits,  vegetables,  and  meats;  nevertheless  numerous 
stores  handling  only  groceries  showed  a  rate  of  stock-turn 
substantially  higher  than  the  average.  The  common  figure 
for  stock-turn  in  1919  was  8.3  times  a  year.  A  comparison  of 
the  rate  of  stock-turn  for  1918  and  1919  in  sixty  identical 
stores  showed  practically  no  change  in  the  latter  year. 

The  store  with  the  lowest  total  expense  in  1919  had  a  stock- 
turn  of  13.2  times  a  year.  All  the  expenses  in  this  store  were 
lower  than  the  average. 

The  rate  of  stock-turn  is  determined  by  dividing  the  aver- 
age inventory  into  the  cost  of  the  merchandise  sold,  not  into 
the  sales.  The  figure  that  is  used  for  the  average  inventory  is 
the  average  of  the  inventory  of  merchandise  at  the  beginning 
of  the  year  and  of  the  inventory  of  merchandise  at  the  end  of 
the  year.  It  would  be  desirable,  if  it  were  possible,  to  have 
monthly  inventory  figures  for  determining  the  average  stock 
on  hand.  This  is  out  of  the  question,  however,  at  the  present 
time  for  most  stores.  Inasmuch  as  the  same  method  is  used 
for  all  stores  in  compiling  these  figures,  the  results  may  be 
considered  rehable  for  purposes  of  comparison. 

INVENTORY 

The  average  inventory  of  merchandise  on  hand  January 
1st,  1919,  in  160  stores  was  $9,200.  For  the  same  stores  Janu- 
ary 1st,  1920,  the  average  inventory  was  $10,400,  an  increase 
of  13.1  %.  According  to  the  index  prices  published  by  the 
United  States  Bureau  of  Labor  Statistics,^  the  prices  of  food 
stuffs  increased  13  %  from  January  to  December,  1919.  This 
would  indicate  that  although  the  value  of  the  merchandise 
on  hand  in  retail  grocery  stores  at  the  end  of  the  year  was 

'■  Monthly  Labor  Review,  February  1920,  page  83. 


12 

greater  than  at  the  beginning  of  the  year,  nevertheless  the 
quantity  on  hand  was  practically  the  same  at  both  dates. 
This  conclusion  is  confirmed  by  the  fact  that  the  rate  of  stock- 
turn  was  practically  no  higher  in  1919  than  in  the  previous 
year. 

CREDIT  SALES 

Eighty-nine  per  cent  of  the  stores  from  which  reports  were 
received  for  1919  granted  credit  to  their  customers.  The 
stores  that  did  not  grant  credit  generally  had  a  smaller  vol- 
ume of  sales  than  the  credit  stores,  but  did  not  appear  to  have 
a  lower  total  expense.  Here  again,  however,  the  number  of 
stores  is  perhaps  too  small  to  be  considered  representative. 

The  proportion  of  sales  that  were  credit  sales  in  one  hun- 
dred thirty-eight  stores  is  smnmarized  in  the  following  table : 

Percentage  'of  credit  sales 

to  total  sales  Number  of  stores 

Less  than  10  % 6 

10-19     4 

20-29     8 

30-39     6 

40-49 11 

50-59     28 

60-69     28 

70-79     32 

80-89     14 

90  and  over 1 

This  indicates  that,  in  a  majority  of  the  stores  granting 
credit,  from  50%  to  75%  of  their  sales  were  credit  sales. 

The  proprietors  of  these  stores  were  requested  to  state  the 
information  that  they  required  from  a  customer  before  grant- 
ing credit.  Replies  to  this  question  were  received  from  one 
hundred  seventeen  merchants.  The  basis  for  granting  credit  in 
sixteen  of  these  stores  was  a  statement  of  the  business  or  oc- 
cupation of  the  applicant;  in  seventeen  stores,  a  recommen- 
dation; in  six  stores,  a  signed  agreement;  in  twenty-six  stores, 
references  from  the  merchant  with  whom  the  applicant  pre- 
viously had  traded;  and,  in  twenty-eight  stores,  the  rating  of 
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a  local  retail  crodit  agency  or  information  obtained  from  a 
source  such  as  a  bank  was  utilized.  The  other  merchants 
stated  that  they  based  their  decision  on  "all  information  pos- 
sible," ''income."  or  "personal  acquaintance." 

It  is  probabl}'  fair  to  assume  that  most  of  the  merchants 
who  did  not  reply  to  this  question  have  not  adopted  any 
regular  policy  for  obtaining  information  before  granting 
credit  to  a  new  customer.  It  is,  however,  significant  that  a 
large  number  of  grocers  are  following  the  policy  of  using  the 
ratings  of  a  retail  credit  agency  or  requiring  references  from 
new  customers. 

BUYING 

The  merchants  from  whom  reports  were  received  were 
asked  to  state  how  much  of  their  merchandise  they  bought 
from  wholesalers.  One  hundred  forty-seven  replies  were  re- 
ceived to  this  inquiry.  Nearly  three-fourths  of  these  mer- 
chants stated  that  they  purchased  over  75  %  of  their  goods 
from  wholesalers.  Their  replies  are  summarized  in  the  fol- 
lowing table: 

Percentage  of  merchandise 
bought  from  wholesalers  Number  of  stores 

10-19% 1 

20-29  2 

30-39  3 

40-49  5 

50-59  10 

60-69  9 

70-79  17 

80-89  25 

90-99  58 

100  17 

A  further  inquiry  was  made  regarding  the  number  of  whole- 
sale grocers  from  whom  these  retailers  ordinarily  made  pur- 
chases. The  common  number  was  4,  ranging  from  2  to  15  and 
over.  Among  one  hundred  fifty-six  retail  stores,  twenty-eight 
ordinarily  purchased  from  three  wholesale  grocers,  forty  from 
four  wholesale  grocers,  twenty-three  from  five  wholesale  gro- 
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cers,  and  nineteen  from  six  wholesale  grocers.  In  forty- 
six  stores  the  purchases  were  more  widely  scattered.  The 
retail  grocers  who  scattered  their  purchases  by  buying  ordi- 
narily from  more  than  six  wholesale  grocers  showed  a  some- 
what higher  total  expense  and  a  tendency  toward  a  slower 
rate  of  stock-turn  than  the  stores  that  concentrated  their 
purchases. 

Thirty-seven  stores  reported  that  they  purchased  a  part 
of  their  merchandise  from  cooperative  buying  associations. 
These  stores  ranged  in  volume  of  sales  from  $24,000  to 
.$216,000  a  year.  The  average  volume  of  sales  in  these  stores 
was  about  $60,000  a  year.  Five  of  these  stores  bought  less 
than  10  %  of  their  merchandise  from  cooperative  buying  as- 
sociations; eleven  bought  10-15%  from  this  source;  seven, 
20-25  %;  three,  30  %,  and  only  eleven,  40  %  or  more.  Nearly 
three-fourths  of  these  stores,  therefore,  purchased  not  over 
30  %  of  their  goods  from  the  cooperative  buying  associations 
of  which  they  were  members.  While  some  merchants  stated 
that  they  purchased  a  full  line  of  groceries  from  the  coopera- 
tive buying  associations,  a  few  reported  that  they  purchased 
only  drop  shipments  in  this  way.  The  general  tendency 
seemed  to  be  for  them  to  purchase  chiefly  a  portion  of  their 
staple  goods,  such  as  cereals  and  flour,  from  this  source. 

CASH  DISCOUNTS 

The  ratio  of  cash  discounts  taken  to  purchases  of  merchan- 
dise at  billed  cost  in  one  hundred  fourteen  stores  ranged  from 
0.01%  to  1.76%.  The  common  figure  for  cash  discounts 
taken  was  0.6  %  of  purchases  at  billed  cost.  Only  one-fifth  of 
the  stores  showed  cash  discounts  taken  amounting  to  more 
than  one  per  cent  of  their.  pvn"chases.  This  would  indicate 
that  a  substantial  number  of  stores  were  not  availing  them- 
selves fully  of  the  saving  that  might  be  made  by  paying  their 
bills  within  the  discount  period  of  ten  days. 
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FINANCIAL  FIGURES 

A  comparison  has  been  made  between  the  accounts  and 
notes  receivable  and  the  average  monthly  sales.  It  was  found 
that  in  25  %  of  the  businesses  from  which  reports  were  received 
the  accounts  and  notes  receivable  at  the  end  of  the  year  were 
larger  than  the  average  monthly  sales.  In  six  per  cent  of 
the  stores  the  accounts  and  notes  receivable  were  over  one 
and  one-half  times  the  average  monthly  sales,  and  in  2  %  over 
twice  the  average  monthly  sales.  On  75  %  of  the  reports  re- 
ceived the  accounts  and  notes  receivable  were  less  than  the 
r  average  volume  of  sales  for  one  month  and  in  these  businesses 
the  expense  for  total  interest  was  lower  than  in  the  stores  that 
were  not  as  successful  in  making  prompt  collections  from  cus- 
tomers. The  losses  from  bad  debts  also  tended  to  be  lower  in 
the  stores  in  which  accounts  and  notes  receivable  were  small 
in  comparison  to  average  monthly  sales. 

A  comparison  of  accounts  and  notes  payable  with  the 
average  monthly  purchases  of  merchandise  furnishes  a  rough 
index  to  the  promptness  with  which  the  current  liabilities  for 
purchases  of  merchandise  are  met.  In  34  %  of  the  stores  that 
reported,  the  accounts  and  notes  payable  at  the  end  of  the 
year  were  larger  than  the  average  monthly  purchases.  The 
highest  ratio  was  5.1  times  the  average  monthly  purchases. 
In  24  %  of  the  stores,  on  the  other  hand,  the  accounts  and 
notes  payable  were  less  than  one-third  of  the  average  monthly 
purchases.  In  50  %  of  the  stores,  the  accounts  and  notes  pay- 
able were  not  over  three-fourths  of  the  average  monthly  pur- 
chases. 

A  test  was  made  to  determine  the  effect  of  concentration  of 
purchases  upon  the  ratio  of  current  assets  to  current  liabili- 
ties. The  result  showed  that  the  retail  grocer  who  purchased 
from  only  three  to  six  wholesalers  generally  had  a  higher  ratio 
of  current  assets  to  current  lialjilities  than  the  grocer  who 
purchased  regularly  from  more  than  six  wholesalers.   A  test 
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also  was  made  for  this  same  group  of  stores  to  ascertain  the 
effect  of  concentration  of  purchases  upon  the  ratio  of  ac- 
counts payable  to  average  monthly  purchases.  This  test  indi- 
cated that  the  ratio  of  accounts  payable  to  average  monthly 
purchases  tended  to  be  lower  in  those  stores  that  concen- 
trated their  purchases.  In  the  stores  buying  from  over  six 
wholesalers,  the  ratio  of  the  accounts  payable  to  the  average 
monthly  purchases  generally  was  high. 

The  ratio  of  current  assets  to  current  habihties  is  a  figure 
that  is  of  primary  interest  to  the  credit  manager  of  the  whole- 
sale firm  or  manufacturing  company  selling  to  retail  grocers. 
This  ratio  was  determined  for  one  hundred  fortj^-nine  stores. 
In  six  of  these  stores  the  current  assets  were  less  than  the 
current  liabilities;  in  thirty-one  stores,  the  current  assets  were 
greater  than  the  current  liabilities  but  not  twice  as  large;  in 
twenty-eight  stores  the  current  assets  were  from  2  to  2.9 
times  the  current  liabilities;  in  twenty- three  stores,  the  cur- 
rent assets  were  from  3  to  3.9  times  the  current  liabilities; 
and  in  eleven  stores  the  current  assets  were  from  4  to  4.9 
times  the  current  liabilities.  Fifty  stores  showed  current 
assets  equal  to  more  than  five  times  the  current  liabilities. 
The  stores  with  a  high  ratio  of  current  assets  to  current  ha- 
bihties generally  showed  a  somewhat  lower  total  expense  and 
a  slightly  higher  percentage  of  net  profit  than  the  stores  with 
a  lower  ratio. 

It  is  apparent  from  the  reports  received  for  1919  that  many 
of  these  retail  grocery  stores  were  in  a  fairly  strong  financial 
position.  It  is  to  be  reahzed,  of  course,  that  these  merchants 
were  keeping  books  that  enabled  them  to  furnish  a  complete 
expense  statement  and  also  a  financial  statement.  It  is  prob- 
ably fair  to  assume  that  a  better  knowledge  of  their  bus- 
iness, acquired  through  sound  accounting  methods,  had  placed 
them  in  a  stronger  credit  position  than  the  large  number  of 
stores  that  are  not  keeping  adequate  records  of  their  income 
and  outgo,  assets,  and  liabilities. 
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